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Summary

I have been asked by Puerto Rico Telephone Company, Inc. (PRT), within the

context of the Communications Act and Commission rules, to review and evaluate the
economic interpretations of “insular” and “high cost” for purposes of this proceeding and
to evaluate the effects of current universal service mechanisms in Puerto Rico.* | reach
the following conclusions:

1.
2.

Economics is useful in the interpretation of statutory language;

Under current universal service programs, telephone penetration rates in Puerto
Rico have declined rather than increased;

Current low income federal universal service programs have not favored Puerto
Rico;

Current high cost universal service programs have not fully reflected the high cost
of service in Puerto Rico;

In the NPRM, the Commission has reasonably declined to use the high cost model
for insular universal service; and

Developing a new cost model for insular areas would be unwise.

1

See Federal-State Joint Board on Universal Service, Notice of Proposed Rulemaking, CC Docket

No. 96-45, WC Docket No. 05-337 (Dec. 9, 2005) (“Notice”).



l. Introduction
A Qualifications

My name is Harold W. Furchtgott-Roth. Since 2003, | have been president of
Furchtgott-Roth Economic Enterprises, an economic consulting firm. | have consulted
on a variety of topics, including both regulatory and antitrust matters. | am chairman of
the board of the Telecommunications Policy Research Conference, one of the primary
forums for research on telecommunications issues in the United States. | chair the board
of Oneida Partners, a wireless communications company. | am on the board of MRV, a
publicly traded telecommunications manufacturing company. | serve on several advisory
boards.

From June 2001 through March of 2003, | was a visiting fellow at the American
Enterprise Institute for Public Policy Research (AEI) in Washington, DC. At AEI, |
completed the manuscript for a book, A Tough Act to Follow: The Telecommunications
Act of 1996 and the Separation of Powers, recently published by the AEI Press.

I was a Commissioner of the Federal Communications Commission (FCC) from
November 1997 through the end of May 2001. | was a member of the Federal-State Joint
Board on Universal Service. My statements as a Commissioner at the FCC have been
cited by federal courts.

I have worked for many years as an economist. From 1995 to 1997, | was chief
economist of the House Committee on Commerce where | served as one of the principal
staff members helping to draft the Telecommunications Act of 1996.

My academic research concerns economics and regulation. In addition to the
book on the Telecommunications Act of 1996, | am the coauthor of three books: Cable
TV: Regulation or Competition, with R.W. Crandall, (Washington, DC: The Brookings
Institution), 1996; Economics of A Disaster: The Exxon Valdez Oil Spill, with B.M.
Owen, D.A. Argue, G.J. Hurdle, and G.R. Mosteller, (Westport, Connecticut: Quorum
books), 1995; and International Trade in Computer Software, with S.E. Siwek,
(Westport, Connecticut: Quorum Books), 1993. | am a frequent commenter on matters
before the Federal Communications Commission, and daily newspapers, including the
Wall Street Journal, have published my opinion pieces. | have a regular column in the
business section of the New York Sun. | have testified on many occasions before
committees of the U.S. Senate and House of Representatives. | received my
undergraduate training at MIT, and | received a Ph.D. in economics from Stanford
University. My resume is attached as Attachment A.



B. Purpose of This Reply Declaration

| have been asked by PRT, within the context of the Communications Act and
Commission rules, to review and evaluate the economic interpretations of “insular” and
“high cost” for purposes of this proceeding.
C. Findings

With respect to the issue of insular universal service, | find the following:

1. Economics is useful in the interpretation of statutory language;

2. Under current universal service programs, telephone penetration rates in Puerto
Rico have declined rather than increased;

3. Current low-income federal universal service programs have not favored Puerto
Rico;

4. Current high cost universal service programs have not fully reflected the high cost

of service in Puerto Rico;

5. In the NPRM, the Commission has reasonably declined to use the high cost model
for insular universal service; and

6. Developing a new cost model for insular areas would be unwise.

. Economics is useful in the interpretation of statutory language

Economics can be useful in helping the Commission interpret statutory language,
including Section 254 on universal service. In this context, the proper role of economics
in a government agency is not to ask: “What should the law be?” but rather to ask:
“Given statutory language, how best can rules and policies be economically structured
while giving full and rational meaning to statutory language?” In the case of universal
service, Section 254 gives the Commission specific statutory and policy instructions.
Still, there are certain words within Section 254, such as “insular” and even “high cost”
that have eluded clear interpretations. To these, economics may offer some illumination.

A Statutory definitions

Section 254 instructs the Commission on universal service principles and
mechanisms including the following

(b) UNIVERSAL SERVICE PRINCIPLES.--The Joint Board and the Commission shall base
policies for the preservation and advancement of universal service on the following
principles:

(3) ACCESS IN RURAL AND HIGH COST AREAS.--Consumers in all regions of the Nation,
including low-income consumers and those in rural, insular, and high cost areas, should
have access to telecommunications and information services, including interexchange
services and advanced telecommunications and information services, that are reasonably
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comparable to those services provided in urban areas and that are available at rates that
are reasonably comparable to rates charged for similar services in urban areas.’

Although the Commission has previously defined both “high cost” and “rural,” ten years
after the passage of the Telecommunications Act of 1996, the Commission has yet to
define “insular.”

In 1999, the Commission proposed a definition of insular areas as:

Accordingly, we propose the following definition of insular areas: “islands that are
territories or commonwealths of the United States.” By including the phrase “territories or
commonwealths,” we intend to restrict the definition to areas that are populated islands
that have a local government. We also observe that the proposed definition comports with
publications of the Department of Interior’s Office of Insular Affairs (OIA) and various
provisions of the United States Code.?

Such a definition would likely lead to the following territories being considered insular:
Puerto Rico, American Samoa, CNMI, Guam, and the U.S. Virgin Islands.*

B. Economic factors distinguishing insular from other areas

The Commission observed that low income and other impediments to telephone
penetration are compounded by other factors in insular areas:

Further, we note that insular areas generally have subscribership levels that are lower
than the national average, largely as a result of income disparity, compounded by the
unique challenges these areas face by virtue of their locations.”

The Commission has long noted the differences between insular and other areas with
respect to universal service:

2 47 U.S.C. § 254(b) (emphasis added).

3 Federal-State Joint Board on Universal Service: Promoting Deployment and Subscribership in
Unserved and Underserved Areas, Including Tribal and Insular Areas, Further Notice of Proposed
Rulemaking, 14 FCC Rcd 21177, 1137 (1999) (“Unserved Areas NPRM”) (footnotes omitted).

4 Id., 1 138.

° Federal-State Joint Board on Universal Service, Report and Order, 12 FCC Rcd 8776, 112

(1997) (“First Report and Order”). Particularly interesting is footnote 246 of that Order:

See, e.g., Puerto Rico Tel. Co. comments at 15 (national median income is 3.54 times higher
than the Puerto Rico median income); CNMI NPRM comments at 9 (per capita income and
telephone penetration rate in the Commonwealth of Northern Marianas Islands (CNMI) are
among lowest in the nation); Puerto Rico Tel. Co. comments at 25-26 (factors such as tropical
climate, high cost of shipping and topography contribute to high cost of providing service to
insular areas); CNMI NPRM comments at 6 (telecommunications services are essential in
CNMI because the islands’ distance from the U.S. mainland impedes travel and mail
delivery).



In the First Report and Order, the Commission stated it would seek further comment in a
subsequent proceeding on universal service issues affecting insular areas. The
Commission recognized that, while insular areas will benefit from the federal universal
service support mechanisms, insular areas may face unique problems that could limit
their ability to participate in and benefit from all of the universal service programs. In
particular, the Commission expressed concern about the low subscribership levels in
insular areas, including Puerto Rico, and the potential need to tailor universal service
suppoﬁrt for both rural health care providers and telecommunications carriers in insular
areas.

The federal government collects and disseminates information for almost every
conceivable category of information related to universal service on at least an annual
basis. For example, the Bureau of Economic Analysis annually measures economic
activity by various geographies, and the Commission monitors telephone penetration
rates and a wealth of information on telephony service at least annually. Practically all of
this detailed economic information, however, is limited to the 50 states and the District of
Columbia and does not include the territories under consideration for insular status.

In the Unserved Areas NPRM, the Commission relies on information supplied by
commenters for each potential insular area rather than information available from federal
agencies. Part of the reason the Commission may be slow in developing a final definition
of insular regions is the absence of relevant and comparable information. Insularity
appears to be related to a paucity of governmental information. In considering universal
service including for insular areas, the Commission has focused on several economic
factors including: telephone penetration rates, income, affordability, and cost of service.’
For each of these factors, the Commission has less information for insular areas including
Puerto Rico than for the states.

I11.  Under current universal service programs, telephone penetration rates in
Puerto Rico have declined rather than increased

One of the simplest criteria for universal service is telephone penetration.? The
Commission monitors telephone penetration rates at least three times per year but only in
each of the 50 states.® The Commission’s measure of telephone penetration rates is

6 Unserved Areas NPRM, { 135 (footnotes omitted).

! See id., 19 135-38.
8 See 47 U.S.C. § 254(c)(1) (“Universal service is an evolving level of telecommunications
services that the Commission shall establish periodically under this section. . . . The Joint Board in
recommending, and the Commission in establishing, the definition of the services that are
supported by Federal universal service support mechanisms shall consider the extent to which
such telecommunications services-- . . . (B) have, through the operation of market choices by
customers, been subscribed to by a substantial majority of residential customers.”).

o See, e.¢., FCC, Telephone Subscribership in the United States: Data Through March 2005 (May
2005) (“May 2005 Subscribership Report™).



neutral with respect to wireline or wireless services.”® The Commission maintains no
systematic information on telephone penetration in Puerto Rico or other areas that the
Commission has designated as potential insular areas.* The simple fact that the
Commission does not maintain telephone penetration information on these areas is

indicative that they are different from other areas of the United States.

Table 1 presents the telephone penetration rates for selected states in November
1983 and March 2005. The states presented were one of the top 3 states in terms of
telephone penetration in either November 1983 or March 2005. Table 1 also presents the
bottom 3 states in terms of telephone penetration in either November 1983 or March

2005.
Table 1
Telephone Penetration Rates for Potential Insular Areas and Other Areas
November 1983 | November 1983 | March 2005 March 2005

Rank (including rank (including
the District of the District of
Columbia) Columbia)

U.S. average 91.4 92.4

Alaska 83.8 49 95.2 9

Arkansas 88.2 42 87.7 50

Connecticut 95.5 3 92.7 29

Illinois 95.0 8 89.1 49

Maryland 96.3 2 93.5 23

Minnesota 96.4 1 95.6 5

Mississippi 82.4 50 86.7 51

South Carolina | 81.8 51 93.2 27

Utah 90.3 32 96.9 2

Vermont 92.7 22 96.7 3

Washington 92.5 24 96.9 1

Puerto Rico 43.6 52 64.8* 52

* 2004 information. Puerto Rico penetration is a wireline penetration figure for Puerto Rico Telephone

Company.

Sources: FCC, Telephone Subscribership in the United States, Data Through March 2005, Table 2 (May
2005) (“May 2005 Subscribership Report”); “Telephone Penetration per 100 Households,” Information

provided by PRT.

Several trends emerge from Table 1. First, state average telephone penetration
rates remain above 80 percent throughout the more than 20-year span. Second, the rank

10 Id. at 2 n.2.

u Id. at 3.




ordering of states in terms of telephone penetration is not stable. Thus, Illinois, which
ranked 8" in 1983, fell to 49™ by 2005. Utah ranked 32™ in 1983 but 2" in 2005. But
throughout the period, no state has a telephone penetration rate below 80 percent. In
contrast, compared with the states, Puerto Rico’s telephone penetration is consistently
low, and Puerto Rico would be ranked consistently lower than any state.*? In discussing
the low penetration rates in insular areas, the Commission has particularly noted the low
penetration rates in Puerto Rico, describing it in 1999 as 72 percent.”

Under the system of universal service before the Telecommunications Act of
1996, wireline penetration rates in Puerto Rico were consistently increasing. Table 2
presents the wireline penetration rates in Puerto Rico between 1980 and 2004. Notice
that the peak year was 1997, the last year under the universal service system that was
replaced by current programs under Section 254.

Table 2
Telephone Penetration Rates in Puerto Rico: 1980 — 2004
In Percentages

Year Penetration | Year Penetration | Year Penetration
rate rate rate

1980 38.3 1988 61.6 1996 73.7
1981 39.8 1989 64.2 1997 76.4
1982 40 1990 65.4 1998 74.8
1983 43.6 1991 66.5 1999 74.4
1984 47.1 1992 68.5 2000 74.4
1985 50 1993 70.1 2001 72.8
1986 52.8 1994 71 2002 71.4
1987 56.3 1995 71.9 2003 69.2

2004 64.8
Source: PRT

If the purpose of Section 254 is to promote wider access to telephone services and if
Section 254 applies equally to Puerto Rico as to other areas of the United States,
programs to implement Section 254 in Puerto Rico have not yet been successful.
Wireline penetration rates in Puerto Rico today are much lower than they were in 1996.
The decline in wireline penetration rates began in 1998, the first full year under the
Commission’s new universal service program. Although other factors may influence
penetration rates in Puerto Rico, the current USF rules clearly are not improving
penetration rates in Puerto Rico, much less are they remedying a substantial decline.

12 See Letter from Nancy J. Victory, Counsel for PRT, to Jeffrey Carlisle, Chief, Wireline

Competition Bureau, FCC, CC Docket 96-45, Exhibit B (Nov. 4, 2004) (“PRT Letter”) . Although the
numbers presented by PRT are for different years and may be calculated in a slightly different manner from
those presented by the FCC, there is little basis to believe that wireline penetration in Puerto Rico has ever
exceeded that of any state.

13 Unserved Areas NPRM, § 5 n.20.




The federal universal service program that began in 1998 was quite different from
the program it replaced. The new universal service program resulted both in fewer
federal dollars for Puerto Rico and in a much smaller share for Puerto Rico of the total
federal universal service budget. Direct high-cost loop support disappeared entirely by
2004. For the years since 1998, Table 3 displays federal universal service payments to
Puerto Rico and telephone penetration rates for the years 1998-2005.



Table 3

Federal Universal Service Support and Telephone Penetration Rates in Puerto Rico

1998-2005

1998 1999 2000 2001 2002 2003 2004 2005
High Cost loop support funds in Puerto
Rico (in $millions)* 47.7 44.2 50.6 21.0 1.4 33 0.0 0.0
Total High Cost and Low Income
Federal Universal Service Funds in Puerto
Rico (in $millions)* 138.9 133.5 141.5 119.1 103.2 110.0 126.5 122.2
Puerto Rico Share
of Total Federal Universal Service Funds 6.45% 6.07% 5.14% 3.75% 2.86% 2.77%  2.98% 2.72%
PRT High Cost and Low Income
Federal Universal Service Funds (in
$millions)* 138.9 133.0 139.9 112.5 92.26 94.9 87.8 74.48
PRT Capital Expenditure in Outside
Plant (in $millions)# 101.4 140.2 74.9 91.9 70.5 67.6

Telephone Penetration in Puerto

Rico#

74.80%  74.40% 74.40% 72.80% 71.40% 69.20% 66.90%

Telephone Penetration Rate in United

States**

94.10%  94.40% 94.40%  95.10% 95.10% 95.20% 93.80% 92.40%

Sources: *  See FCC, Universal Service Monitoring Report, CC Docket No. 98-202 (2005) (“2005 Monitoring Report”).
#  See PRT Letter, Exhibit B.
**  May 2005 Subscribership Report, Table 1.

Table 3 reveals several trends in the period 1998-2005.

Despite having lower penetration rates than any of the 50 states, total Universal
Service Fund payments to Puerto Rico declined from approximately $140 million
annually to $120 million annually.

Over a period of eight years, Puerto Rico’s share of federal universal service
support declines from more than 6 percent to consistently less than 3 percent.
During the period 1998-2004, while Puerto Rico’s share of federal universal
service support fell by 50%, the wireline penetration rate in Puerto Rico fell by
more than 10 percent.

Current federal universal service rules have not remedied the substantial decline
in penetration rates in Puerto Rico. Although other factors may influence
penetration rates, the correspondence between universal service fund payments
for high-cost and low-income programs and the penetration rates in Puerto Rico is
difficult to ignore.

PRT’s capital expenditures in outdoor plant and equipment appears to be strongly
related to federal universal service payments for high-cost and low-income
programs, which fell from 100% of those in Puerto Rico as recently as 1998 to
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less than 61% in 2004. The ratio of capital expenditures in outdoor plant and
equipment to federal universal service support for both high-cost and low-income
programs ranges from 70 to 80 percent in most years.** Although capital
expenditures in plant and equipment likely affects telephone penetration rates, the
pattern of investments appears to be influenced by the availability of federal
universal service funds.

IV.  Current low-income federal universal service programs have not favored
Puerto Rico

Lifeline and Link Up are two federal universal service fund programs aimed at
low-income households and intended to increase telephone penetration rates. Puerto Rico
accounts for approximately 1.3 percent of the population of the United States™ and is a
disproportionately impoverished region.*® For the five years from 2000 — 2004, Puerto
Rico received substantially less than one percent of either Lifeline or Link Up funds
targeted at low-income households.”” Although current federal universal service
programs may target poverty, that targeting is not fully reflected in federal universal
service fund payments to Puerto Rico.

V. Current high cost universal service programs have not fully reflected the
high cost of service in Puerto Rico

Another criterion for universal service is cost of service.** The Commission
considers “cost of service” in different ways for different portions of universal service,
but not in a consistent or comprehensive manner. For small carriers, the Commission
looks to actual costs, based on accounting information, to evaluate universal service. For
other carriers,'® the Commission looks to hypothetical costs, based on models that
forecast costs, to determine universal service requirements. The Commission does
compile and disseminate information on accounting-based non-traffic sensitive (NTS)
cost of local service. Table 4 presents these monthly costs for states and other regions for
the years 1999-2003.

u If investments and universal service support are combined in the two outlying years (1999 and

2000), the ratio again is between 70 and 80 percent.

1 See U.S. Census Bureau, IDB Summary Demographic Data for Puerto Rico, available at

http://www.census.gov/cgi-bin/ipc/idbsum.pl?cty=RQ (last visited Mar. 23, 3006).

16 See citations in Unserved Areas NPRM.

o FCC, Universal Service Monitoring Report, CC Docket No. 98-202, Tables 2-8, 2-11 (2005)
(“2005 Monitoring Report™).

18 See references to high cost in 47 U.S.C. § 254(b)(3).

19 The Commission’s distinction between small and other carriers is 100,000 access lines.
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Table 4

Non-Traffic Sensitive Monthly Revenue Requirements Per Loop for Incumbent Local
Exchange Carriers in Different Jurisdictions in Recent Years

Ranked from Lowest to Highest in 2003

Rank State 1999 2000 2001 2002 2003
District of

1 Columbia $7.64 $7.88 $7.91 $8.03 $9.64
2 California $15.12 $14.26 $15.60 $15.68 $15.37
3  Hlinois $14.89 $15.82 $16.09 $16.56 $17.21
4 Massachusetts $15.51 $13.46 $15.26 $15.97 $17.61
5 Nevada $15.97 $16.78 $17.16 $17.33 $17.68
6 Maryland $16.14 $16.12 $16.46 $16.95 $18.46
7 New Jersey $17.28 $16.23 $16.55 $17.12 $18.81
8 Rhode Island $17.21 $16.36 $16.95 $17.60 $18.87
9 Ohio $16.65 $17.22 $17.32 $18.64 $19.23
10 Connecticut $17.85 $19.37 $20.76 $22.69 $19.78
11 Pennsylvania $17.85 $17.98 $17.93 $18.58 $19.93
12 lowa $17.91 $18.25 $18.53 $18.56 $20.13
13 Michigan $17.69 $18.78 $20.12 $19.90 $20.36
14 Indiana $18.09 $18.65 $18.16 $19.35 $20.41
15 North Marianas $40.04 $39.66 $30.89 $26.63 $20.42
16 New York $18.33 $20.22 $18.29 $19.39 $20.75
17 Wisconsin $17.85 $18.51 $19.23 $21.42 $21.81
18 Delaware $17.43 $17.89 $18.65 $19.02 $22.11
19 New Hampshire $20.72 $20.84 $20.93 $20.77 $22.47
20 Hawaii $18.91 $18.66 $20.75 $21.32 $22.59
21 Minnesota $18.82 $19.85 $20.65 $21.21 $22.60
22 Washington $20.66 $21.62 $21.83 $22.40 $23.43
23 Maine $22.46 $21.23 $22.60 $22.13 $23.57
24 Virginia $19.96 $20.47 $21.49 $21.60 $23.81
25 Florida $21.84 $22.31 $23.68 $23.23 $24.89
26  North Carolina $23.15 $22.87 $24.13 $24.56 $25.25
27 Utah $21.09 $22.40 $24.30 $26.15 $25.78
28 Tennessee $23.29 $22.67 $24.08 $25.18 $25.95
29 Oregon $23.66 $22.15 $23.72 $25.10 $26.34
30 Texas $22.66 $23.76 $25.19 $26.85 $26.54
31 Missouri $23.09 $22.59 $25.39 $26.10 $26.75
32 Oklahoma $22.81 $23.13 $25.98 $27.28 $27.34
33  Vermont $24.89 $24.13 $25.46 $25.36 $27.56
34 Nebraska $21.97 $22.27 $24.59 $24.79 $27.57
35 Alabama $22.73 $22.03 $24.22 $25.75 $27.58
36 Idaho $24.96 $24.72 $25.56 $26.69 $27.77
37 Louisiana $25.15 $24.35 $25.90 $27.17 $28.15
38 New Mexico $27.17 $26.31 $26.32 $27.53 $28.52
39 North Dakota $23.21 $26.44 $26.84 $27.14 $28.98
40 West Virginia $27.98 $27.96 $28.44 $28.21 $29.04
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41 Kentucky $25.15 $25.57 $26.24 $28.20 $29.44
42  South Carolina $26.59 $26.08 $27.73 $28.62 $29.82

43 Colorado $26.16 $27.34 $28.40 $29.14 $29.83
44  Arizona $24.76 $25.90 $27.35 $27.84 $29.91
45 Georgia $25.38 $25.68 $28.08 $29.23 $30.07
46 Kansas $26.05 $26.23 $27.87 $30.02 $30.79
47 Montana $30.54 $28.76 $29.33 $30.34 $31.76
48 Puerto Rico $40.11 $34.71 $34.62 $34.42 $32.59
49  South Dakota $23.92 $26.27 $27.73 $29.19 $32.59
50 Arkansas $29.41 $31.42 $33.79 $33.36 $33.14
51 Mississippi $29.43 $29.09 $31.19 $32.91 $33.60
American
52 Samoa $24.94 $22.48 $24.79 $36.70 $37.17
53 Guam $24.78 $23.73 $27.90 $27.53 $37.56
54  Wyoming $38.13 $36.86 $36.10 $37.11 $38.83
55 Alaska $32.19 $32.97 $33.66 $37.23 $38.88
56 Virgin Islands $56.16 $55.66 $50.74 $51.71 $51.05
Industry $19.99 $20.20 $21.07 $21.77 $22.57

Source: 2005 Monitoring Report, Table 3-21.

With the exception of the Northern Marianas, all of the areas that the Commission
considered in 1999 for insular status had average NTS loop costs in 2003 that are well
above the national average of $22.57. Indeed, in 1999, all of the insular regions were
well above the national average. Puerto Rico, for example, at $32.59, is more than $10
above the average monthly rate, or more than $120 annually above the average annual
rate. Only five states—South Dakota, Arkansas, Mississippi, Wyoming, and Alaska—
had higher NTS loop costs.

Despite having among the highest loop costs in the country, Puerto Rico receives
no federal universal service support for high loop costs either through the rural carrier
high cost fund or the non-rural carrier high cost fund.*® Puerto Rico receives other forms
of high cost universal service support, but this support does not directly reflect loop costs.
Most of the support is for lost access charge revenue through Interstate Common Line
support.

Table 5 presents the total federal high cost universal service support by state in
1998 and 2005 of the growth of high cost support between the two time periods.
Nationally, high cost support grew by more than 100 percent. Only Puerto Rico, New
Jersey, and NMIC had a decline in high cost federal universal service support during this
period.

2 2005 Monitoring Report, Tables 3-6, 3-9.
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Table 5
Total High Cost Federal Universal Service Support (in dollars)
By State in 1998 and 2005

Percentage
1998 2005 Change
Alabama 38,830,293 109,517,175 182.04%
Alaska 64,131,034 117,590,943 83.36%
American Samoa 0 2,153,855
Arizona 32,845,473 77,564,361 136.15%
Arkansas 68,338,557 148,887,585 117.87%
California 52,643,600 95,755,252 81.89%
Colorado 43,928,578 77,930,147 77.40%
Connecticut 1,212,720 2,238,580 84.59%
Delaware 0 267,078
District of
Columbia 0 0
Florida 20,036,950 90,854,909 353.44%
Georgia 74,656,229 110,100,287 47.48%
Guam 1,006,872 17,847,923  1672.61%
Hawaii 286,766 30,401,355 10501.45%
Idaho 28,885,473 55,164,697 90.98%
Ilinois 22,589,490 60,521,346 167.92%
Indiana 16,278,436 57,624,438 253.99%
lowa 25,990,409 86,529,354 232.93%
Kansas 59,007,494 157,502,370 166.92%
Kentucky 24,460,486 78,368,719 220.39%
Louisiana 65,332,257 105,912,621 62.11%
Maine 18,175,357 29,318,775 61.31%
Maryland 569,028 4,135,188 626.71%
Massachusetts 489,687 3,158,045 544.91%
Michigan 31,188,240 52,980,051 69.87%
Minnesota 37,439,032 109,644,563 192.86%
Mississippi 26,793,296 207,429,069 674.18%
Missouri 47,215,940 91,509,315 93.81%
Montana 42,065,201 75,543,747 79.59%
Nebraska 19,868,058 54,841,116 176.03%
Nevada 10,462,430 30,592,460 192.40%
New Hampshire 8,487,987 9,679,157 14.03%
New Jersey 2,976,024 1,281,699 -56.93%
New Mexico 33,552,080 54,984,129 63.88%
New York 35,363,672 51,172,524 44.70%
North Carolina 40,762,084 80,397,033 97.23%
North Dakota 21,101,916 60,020,074 184.43%
NMIC 4,236,713 1,068,922 -T4.77%
Ohio 14,040,836 39,165,091 178.94%
Oklahoma 59,502,768 116,051,616 95.04%
Oregon 35,755,689 72,623,487 103.11%
Pennsylvania 22,169,364 65,143,481 193.84%
Puerto Rico 138,864,798 110,392,005 -20.50%
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Rhode Island 0 56,379

South Carolina 44,424,832 79,302,436 78.51%
South Dakota 16,924,254 69,053,899 308.02%
Tennessee 27,395,910 57,272,367 109.05%
Texas 123,089,671 224,931,831 82.74%
Utah 9,928,920 24,399,500 145.74%
Vermont 12,539,982 31,055,457 147.65%
Virgin Islands 16,199,322 24,759,986 52.85%
Virginia 12,440,891 83,650,680 572.38%
Washington 40,942,959 86,724,342 111.82%
West Virginia 24,421,006 66,930,401 174.07%
Wisconsin 49,669,554 126,170,556 154.02%
Wyoming 20,786,386 55,972,238 169.27%
Industry 1,690,305,004 3,734,144,616 120.92%

Source: 2005 Monitoring Report, Table 3-14.

There are many methods to examine high cost universal service support, but all of
these methods lead to the conclusion that Puerto Rico is receiving declining revenue and
a substantially declining share of universal service support while the vast majority of
other states receive increasing high cost support. This result stands in stark contrast to
the relatively high non-traffic sensitive cost structure for telephony in Puerto Rico.

VI.  Inthe NPRM, the Commission has reasonably declined to use the high cost
model for insular universal service*

The Commission has examined the basis for a separate insular universal service
program? and tentatively concluded in the NPRM to use actual costs rather than a cost
model for purposes of examining insular universal service.

We tentatively conclude that section 254(b) provides the Commission with the authority
to establish a new interim support mechanism for non-rural insular areas based on
embedded costs. We seek comment on this tentative conclusion. We agree with PRT that,
through section 254(b), Congress intended that consumers in insular areas, as well as in
rural and high-cost areas, have access to affordable telecommunications and information
services. We believe that the low penetration rates in Puerto Rico demonstrate that this
goal is not being met and that the Commission could be doing more to help the residents
of Puerto Rico. Because of the unique challenges in providing telephone service in Puerto
Rico, we believe that a special support mechanism, in combination with the
Commission’s low-income program, will help to combat the problem of low
subscribership in Puerto Rico. The evidence provided by PRT[] supports a finding that
there appears to be a correlation between the recent decline in Puerto Rico’s

2 Over the years, | have expressed skepticism about the efficacy of the Commission’s high cost

model. See, e.g., Federal-State Joint Board on Universal Service; Forward Looking Mechanism for High
Cost Support for Non-Rural LECs, Tenth Report and Order, 14 FCC Rcd 20156 (1999) (“Tenth Report and
Order”), Dissent of Comm’r Furchtgott-Roth. | prepare these remarks to explain that, even though it may
be useful for other purposes, the Commission’s high cost model is inappropriate for the calculation of
insular universal service programs.

2 Notice, 11 30-38.
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subscribership rates and the reduction of Puerto Rico’s high-cost support. Although we
tentatively conclude that an interim insular mechanism is the appropriate measure to help
reverse this trend, we seek comment on this tentative conclusion in particular and on the
impact of high-cost support on subscribership rates in general. We also seek comment on
how previous Commission decisions affect our tentative conclusion that we should
establish a new interim support mechanism for non-rural insular areas based on
embedded costs.”®

The Commission had the option instead to use the high-cost model for all
universal service programs in insular areas.?* The high-cost model was designed for
various purposes other than estimating the peculiar costs of insular areas including non-
rural insular areas such as Puerto Rico.

As long ago as 1997, Commissioner Chong observed that the high-cost model
being developed by the Commission did not incorporate information from Puerto Rico or
other insular areas.> In promulgating the non-rural high-cost model, the 209-page order
issued by the Commission refers to Puerto Rico four times in the text.”® Those references
indicate that in January of 1999, the Commission did not have complete data for Puerto
Rico and other regions to run the high-cost model. By July 1999, the Commission may
have had more information.?’

Part of the Tenth Order includes a discussion of whether the Commission should
rely on generic hypothetical information to run the high-cost model, or company-specific
information. The Commission clearly decides to rely on generic information rather than
company specific information:

While reliance on company-specific data may be appropriate in other contexts, we find
that for federal universal service support purposes it would be administratively
unmanageable and inappropriate. The incumbent LECs argue that virtually all model
inputs should be company-specific and reflect their individual costs, typically by state or
by study area. For example, GTE claims that the costs that an efficient carrier incurs to
provide basic service vary among states and even among geographic areas within a state.
GTE asserts that the only way for the model to generate accurate estimates, i.e., estimates
that reflect these differences, is to use company-specific inputs rather than nationwide
input values. As parties in this proceeding have noted, however, selecting inputs for use
in the high-cost model is a complex process. Selecting different values for each input for
each of the fifty states, the District of Columbia, and Puerto Rico, or for each of the 94
non-rural study areas, would increase the Commission’s administrative burden
significantly. Unless we simply accept the data the companies provide us at face value,
we would have to engage in a lengthy process of verifying the reasonableness of each

2 Id., 1 33 (footnote omitted).

24 This model was initially adopted in the Federal-State Joint Board on Universal Service, Ninth

Report and Order and Eighteenth Order on Reconsideration, 14 FCC Rcd 20432 (1999).
> First Report and Order, at 9281 n.2331, Separate Statement of Comm’r Chong.
2 Tenth Report and Order, 1 42, 92, 356.

z Id., 7 42.
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company's data. For example, in a typical tariff investigation or state rate case, regulators
examine company data for one time high or low costs, pro forma adjustments, and other
exceptions and direct carriers to adjust their rates accordingly. Scrutinizing company-
specific data to identify such anomalies and to make the appropriate adjustments to the
company-proposed input values to ensure that they are reasonable would be exceedingly
time consuming and complicated given the number of inputs to the model.?®

The Commission does not suggest that company-specific information would
lessen the accuracy of the high-cost model. Instead the Commission is concerned about
the “Commission’s administrative burden.”® In the current proceeding, reliance on
company-specific cost information would likely lessen, rather than increase, the
administrative burden relative to a cost model.

It is possible that, averaged over hundreds of separate model runs reflecting
different study areas for one large company, generic information applied to the
Commission’s high-cost model would on average balance out. For companies operating
in a limited geographic area, such as PRT, the likelihood that the model would balance
out is remote. Indeed, the Rural Task Force (“RTF”) evaluated the Commission’s high-
cost model in terms of its potential applicability to rural carriers.*® The RTF found the
Commission’s high-cost model to be inaccurate both in projecting the physical structure
of the underlying network and in predicting actual costs.* The RTF recommended
against applying the high-cost model to rural carriers.®® At least in September 2000, the
Commission did not have sufficient information for some insular areas to run the high-
cost model.** RTF’s analysis hardly supports the application of the Commission’s high-
cost model for insular regions:

To accomplish this analysis of the Synthesis Model, the Task Force conducted a detailed
study of 23 sample companies. In addition, the Task Force compared model results with
actual company data for 195 additional companies. Attempts were made to study a diverse
group of companies in terms of size, geography and regions of the nation. Application of the
FCC Synthesis model to the rural test companies produced the following results:

e The model lines differ significantly from actual lines served. While the model
generally tends to underestimate lines, in about one-third of the wire centers it overestimated
lines.

2 Id., 1 92 (footnotes omitted).

2 Id.

%0 See Rural Task Force, “A Review of the FCC’s Non-Rural Universal Service Fund Method and

the Synthesis Model for Rural Telephone Companies,” White Paper 4 (Sept. 2000).
s Id. at 1-11.
32 Id

s See id. at 15 (“In addition, Rural Carrier study area data was not available for 24 Alaskan study

areas nor for the Rural Carrier study areas of Guam, the Virgin Islands and Micronesia.”).
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e  Comparisons of the number of route-miles of plant summarized in the model with
actual data produced significant variations. Again, differences occur on both the high and low
ends with a general tendency for the model results to overestimate the actual data. In 12
percent of the wire centers studied the model data overestimated route miles by more than 200
percent.

e Model results for the type of plant vary widely from actual plant constructed. The
model generally tends to overestimate the percentage of aerial and underground plant, and
underestimate the percentage of buried plant. This is likely due to the diverse character of the
rural geography, and the use of a single set of inputs by density zone based on the experience
of non-Rural Carriers.

e In calculating the applicable density zones, the model significantly underestimates
wire center area. In 95 percent of wire centers the land area is understated, and in over one
third of these the understatement exceeds 90 percent.

o It significantly underestimates COE Switching investment. This is likely due to the
lack of economies of scale of the Rural Carriers, and the general tendency of the model to
underestimate lines served.

e Model results for various elements of general support investment vary widely from
actual data and from rational forward-looking assumptions, with almost as many cases of
overestimation as underestimation.

e Network Operations and Corporate Operations expenses are significantly
underestimated, again likely due to the lack of economies of scale of Rural Carriers.

The aggregate results of this study suggest that, when viewed on an individual rural wire
center or individual Rural Carrier basis, the costs generated by the Synthesis Model are likely
to vary widely from reasonable estimates of forward-looking costs. In fact, much of the data
analysis suggests that the model results tend to be in the high and low extremes, rather than
near the expected results for the area being analyzed. While it may be technically possible to
construct a model with added precision and variables to account for the differences among
Rural Carriers and between non-Rural Carriers and Rural Carriers, it is the opinion of the
Task Force that the current model is not an appropriate tool for determining the forward-
looking cost of Rural Carriers.*

The high-cost model could be remedied in a specific application with better
underlying data particularly company-specific information. The RTF considered
recommending such improvements but ultimately decided that actual cost data are
superior to the model results. The same conclusion can and should be reached for
carriers in insular regions.

If the high-cost model performed poorly in a careful study of dozens of rural
companies, there is no particular reason to assume that the model would perform well
even for a non-rural carrier in Puerto Rico. David Blessing finds that the current high
cost model performs extraordinarily poorly in comparison with actual PRT costs in
Puerto Rico.*

3 Id. at 9-10.

® Declaration of David C. Blessing (attached as Appendix A).
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VIIl. Developing a new cost model for insular areas would be unwise.

Perhaps because the current Commission cost model performs poorly, some may
suggest developing a new cost model for insular areas. Developing a new cost model just
for the purposes of insular areas would be unwise for several reasons.

First, given the heterogeneous nature of the proposed insular areas, a cost model
that would accurately estimate costs for one insular area would not necessarily accurately
estimate costs for a different insular area. The peculiarities of each insular area make it
difficult to construct a common cost model.

Second, even if a reasonably accurate cost model for all insular areas could be
constructed, it would likely take years to construct the model and to complete the
necessary public notice and comment process. Ten years after the passage of the
Telecommunications Act, the Commission has yet to address effectively insular universal
service, and adoption of a cost model specific to insular areas would further delay
completion of Commission action.

Third, even if an insular cost model for universal service could ultimately be
constructed, potential litigation surrounding the model could further delay unambiguous
use of the model. Some aspects of the application of the current Commission cost model
were challenged successfully in court.*

Finally, regulators including the Commission already collect information about
the costs of providing services in insular areas. The availability of cost information to the
Commission begs the question of why the Commission would go to the additional trouble
to estimate information that is readily observed. The administrative burden on the
Commission is likely to be less if it simply uses company-specific cost information.

VIIl. Conclusion

Over the past decade, federal universal service fund programs have generally
increased in the 50 states, and perhaps not coincidentally, telephone penetration rates in
the 50 states have remained relatively constant. During the same period, federal high-
cost universal service to Puerto Rico has declined substantially, wireline penetration in
Puerto Rico has declined, and PRT’s capital expenditures for outdoor plant and
equipment has declined. The gap in penetration rates between Puerto Rico and the other
50 states has substantially widened, to the disadvantage of Puerto Rico consumers, since
the implementation of current universal service programs under Section 254. The
Commission has wisely decided to consider a federal insular universal service program
that might address Puerto Rico. The calculation of support for an insular USF program
should be based on actual costs, not on the current high-cost model.

% See, e.g., Qwest Corp. v. FCC, 258 F.3d 1191 (10th Cir. 2001).
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Burwell, H.D. Lyons, and M.D. Tierney.

"Improving the Efficiency of the Marine Corps Logistics System,"
CNA CRM 85-118, November 1985.

"Costs of Future U.S. Sea-Based Strategic Forces: The Trident
Submarine and Missile Programs and Alternatives," Background
Paper, Congressional Budget Office, 1980, with B. Bloomfield and
R. Davison.
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Congressional Testimony  Testimony Before the U.S. House of Representatives, Committee

Other Government
Testimony

on Commerce, Subcommittee on Telecommunications, Trade, and
Consumer Protection. Hearing on H.R. 3525, the Religious
Broadcasting Freedom Act and H.R. 4201, the Noncommercial
Broadcasting Freedom of Expression Act of 2000. April 13, 2000.

Testimony Before the U.S. House of Representatives, Committee
on Commerce, the Subcommittee on Telecommunications, Trade
and Consumer Protection. Hearing on the FCC’s Low-Power FM:
A Review of the FCC’s Spectrum Management Responsibilities
and H.R. 3439, the Radio Broadcasting Preservation Act. February
17, 2000.

Testimony Before the U.S. House of Representatives Committee on
the Judiciary, Subcommittee on Commercial and Administrative
Law Oversight Hearing, Novel Procedures in FCC License Transfer
Proceedings. May 25, 1999.

Testimony on the E-rate program at Hearing before the
Subcommittee on Oversight of the House Ways and Means
Committee. August 4, 1998.

Hearing on FCC Reauthorization before the Subcommittee on
Communications of the Senate Committee on Commerce, Science,
and Transportation. June 10, 1998.

Hearing on FCC Nomination before the the Senate Committee on
Commerce, Science, and Transportation. October, 1997.

Hearing on Regulated Industries, Antitrust Modernization
Commission, December 5, 2005.

Hearing on the Early Reauthorization of the Regulatory
Commission of Alaska, before the Senate Judiciary Committee of
the Alaska State Legislature, June 12, 2002.
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FCC Statements

Implementation of the Local Competition Provisions in the
Telecommunications Act of 1996 and Inter-Carrier Compensation
for ISP-Bound Traffic, Order on Remand and Report and Order,
CC Docket Nos. 96-98, 99-68. April 27, 2001.

Applications of VVoicestream Wireless Corporation, Powertel Inc.
Transferors and Deutsche Telekom AG, Transferee, et al, IB
Docket No. 00-187. April 27, 2001.

Furchtgott-Roth Reacts to Ness Announcement. April 26, 2001.

Press Statement on the Commission’s Reciprocal Compensation
Order. April 19, 2001.

Application of Verizon New England Inc., et al For Authorization
to Provide In-Region, InterLATA Services in Massachusetts, CC
Docket No. 01-9. April 16, 2001.

Discussion of Telecom Issues with Washington, D.C. Seniors’
Group AARP Chapter “Man of the Month” Award. April 13, 2001.

Reaction to Viacom Stay. April 9, 2001.
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FCC Statements
(continued)

Beynon Takes OMB Post; Feder Joins Furchtgott-Roth Team.
April 9, 2001.

Commissioner Furchtgott-Roth Praises New FCC Nominees. April
6, 2001.

Guidance on the Commission’s Case Law Interpreting 18 U.S.C.
Section 1464 and Enforcement Policies Regarding Broadcast
Indecency. April 6, 2001.

The Spectrum Study of the 2500-2690 MHz Band, Final Staff
Report. March 30, 2001.

Policy and Rules Concerning the International, Interexchange
Marketplace, 2000 Biennial Regulatory Review. March 16, 2001.

Time Warner Cable Emergency Petition of ABC, Inc. for
Declaratory Ruling and Enforcement Order for Violation of Section
76.58 of the Commission’s Rules, or in the Alternative For
Immediate Injunctive Relief: Consent Decree Order. March 12,
2001.

Mass Media Bureau Approval of Various Radio License Transfer
Applications. March 12, 2001.

In the Matter of EZ Sacramento, Inc. Licensee of Station KHTK
(AM) Sacramento, California, Infinity Broadcasting Corporation of
Washington, D.C. Licensee of Station WJFK-FM Manassas,
Virginia, Memorandum Opinion and Order, FCC 01-53. February
20, 2001.

General Communications, Inc. Application for a License to Land
and Operate in the United States a Digital Submarine Cable System
Extending Between the Pacific Northwest United States and
Alaska, Order on Review, File No. SCL-LIC-19980602-00008.
February 2, 2001.

Promotes Beynon and Tramont to New Posts. February 1, 2001.

Auction of Licenses for the 747-762 and 777-792 MHz Bands
Postponed Until September 12, 2001. January 31, 2001.

Declines to Seek Reappointment; Will Serve Until Date Mutually
Agreed to with Administration. January 31, 2001.
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FCC Statements
(continued)

Amendment of Part 2 of the Commission’s Rules to Allocate the
Band 33-36 GHz to the Fixed-Satellite Service for Federal
Government Use, Memorandum Opinion and Order. January 24,
2001.

Praises Powell Selection. January 22, 2001.

2000 Biennial Regulatory Review Spectrum Aggregation Limits for
Commercial Mobile Radio Services, Notice of Proposed
Rulemaking, WT Docket No. 01-14. January 22, 2001.

Review of the Commission’s Rules and Policies Affecting the
Conversion to Digital Television. January 19, 2001.

Nondiscrimination in the Distribution of Interactive Television
Services Over Cable. January 18, 2001.

2000 Biennial Regulatory Review. January 17, 2001.

Applications for Consent to the Transfer of Control of Licenses and
Section 214 Authorizations by Time Warner and America Online,
Inc., Transferors, to AOL Time Warner, Inc. — Supports Merger,
but Decries Review Process as Broken. January 11, 2001.

Reaction to DC Circuit Decision Vacating SBC-Ameritech Merger.
January 10, 2001.

Federal-State Joint Board on Universal Service referral of the Rural
Task Force Report, CC Docket No. 96-45. December 22, 2000.

Southern Communications Systems, Inc. Request for Limited
Waiver. December 12, 2000.

Definition of Radio Markets, Notice of Proposed Rulemaking.
December 7, 2000.

Business Discount Plan, Inc., Apparent Liability for Forfeiture,
Order on Reconsideration, File No. ENF 98-02, NAL/Acct. No.
916EF0004. December 7, 2000.

Amendment of Parts 2 and 25 of the Commission’s Rules to Permit
Operation of NGSO FSS Systems Co-Frequency with GSO and
Terrestrial Systems in the Ku-Band Frequency Range; et al, ET
Docket No. 98-206. November 29, 2000.
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FCC Statements
(continued)

Principles for Encouraging the Development of Secondary Markets
for Spectrum, Policy Statement; Promoting Efficient Use of
Spectrum Through Elimination of Barriers to the Development of
Secondary Markets, WT/ET Docket No. 00-230. November 27,
2000.

BellSouth Corporation, Order, EB Docket No. EB-00-1H-0134,
Acct. No. X32080035. November 2, 2000.

Commission on the Verge of a Jurisdictional Breakdown: The FCC
and its Quest to Regulate Advertising. November 1, 2000.

FWCC Request for Declaratory Ruling on Partial-Band Licensing
of Earth Stations in the Fixed-Satellite Service that Share Terrestrial
Spectrum, IB Docket No. 00-203, RM-9649, et al. October 24,
2000.

Call for C Block Delay. October 23, 2000.

Vista Services Corporation, Apparent Liability for Forfeiture, File
No. ENF 99-10. October 23, 2000.

2000 Biennial Regulatory Review; Policy and Rules Concerning
the International, Interexchange Marketplace, IB Docket No. 00-
202, Notice of Proposed Rulemaking. October 18, 2000.

Clarify and Separate Big Government Interest from the Public
Interest in the Debate over the Debates. October 12, 2000.

Promotion of Competitive Networks in Local Communications
Markets. October 12, 2000.

Amendment of Section 19.735-203 of the Commission’s Rules
Concerning Nonpublic Information. October 12, 2000.

Repeal or Modification of the Personal Attack and Political
Editorial Rules, MM Docket No. 83-484. October 4, 2000.

Creation of Low Power Radio Service, MM Docket No. 99-25.
September 22, 2000.

Public Notice, Commission Seeks Comment on Biennial Review
2000, Staff Report and Rule Appendix. September 19, 2000.
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FCC Statements
(continued)

Standardized and Enhanced Disclosure Requirements for
Television Broadcast Licensee Public Interest Obligations.
September 14, 2000.

Children’s Television Obligations of Digital Television
Broadcasters, Notice of Proposed Rulemaking, MM Docket No. 99-
360. September 14, 2000.

Extension of the Filing Requirement for Children’s Television
Programming Reports (FCC Form 398), MM Docket No. 00-44.
September 14, 2000.

Cellular Telecommunications Industry Association et al’s Request
for Delay of the Auction of Licenses in the 747-762 and 777-792
MHz Bands Scheduled for September 6, 2000 (Auction No. 31).
September 12, 2000.

Public Notice DA 00-49, Auction of C and F Block Broadband PCS
Licenses, Nextwave Petition for Reconsideration, Order on
Reconsideration. September 6, 2000.

AMFM Inc./Clear Channel Inc. Transfer of Control. September 1,
2000.

Amendment of Part 15 of the Commission’s Rules Regarding
Spread Sepctrum Devices, FCC 00-312. August 31, 2000.

The Establishment of Policies and Service Rules for the Mobile
Satellite Service in the 2 GHz Band, FCC 00-302, IB Docket No.
99-81, Report and Order. August 25, 2000.

Applications of Intelsat LLC for Authority to Operate and to
Further Construct, Launch and Operate C-band and Ku-band
Satellites that Form a Global Communications System in
Geostationary Orbit, File Nos. SAT-A/0O-20000119-00002 to SAT-
A/0O-20000119-00018; et al. August 8, 2000.

Inquiry Concerning the Deployment of Advanced
Telecommunications Capability to All Americans in a Reasonable
and Timely Fashion, and Possible Steps to Accelerate Such
Deployment Pursuant to Section 706 of the Telecommunications
Act of 1996, Second Report, CC Docket No. 98-146.

Auction of Licenses for the 747-762 and 777-792 MHz Bands
Postponed Until March 6, 2001, Public Notice. July 31, 2000.
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FCC Statements
(continued)

Lockheed Martin Corporation, COMSAT Government Systems,
LLC, and COMSAT Corporation, Applications for Transfer of
Control of COMSAT Corporation and Its Subsidiaries, Licensees of
Various Satellite, Earth Station Private Land Mobile Ratio and
Experimental Licenses, and Holders of International Section 214
Authorizations. July 31, 2000.

In the Matter of Amendments to Parts 1, 2, 87, and 101 of the
Commission’s Rules to License Fixed Services at 24 GHz, WT
Docket No. 99-327. July 31, 2000.

En Banc Hearing on AOL/Time Warner Merger. July 27, 2000.

Video Description of Video Programming, MM Docket No. 99-
339. July 26, 2000.

Definition of Radio Markets, Notice of Proposed Rulemaking. July
26, 2000.

Qwest Communications International, Inc., Apparent Liability for
Forfeiture, Consent Decree and Order, File No. ENF-99-11,
NAL/Acct. No. 916EF008. July 21, 2000.

Closed Captioning Requirements for Digital Television Receivers,
Report and Order, ET Docket No. 99-254. July 21, 2000.

U.S. GPS Industry Council, American Airlines and United Airlines,
Consolidated Petition for Reconsideration of Waivers Issued under
Deregulated Authority by the Chief, Office of Engineering and
Technology, Order. July 14, 2000.

Assessment and Collection of Regulatory Fees for Fiscal Year
2000, MD Docket No. 00-58. July 10, 2000.

Order of Forfeiture, In the Matter of Business Discount Plan, Inc.
Apparent Liability for Forfeiture. July 5, 2000.

Amendment of Section 2.106 of the Commission’s Rules to
Allocate Spectrum at 2 GHz for Use by the Mobile-Satellite Service
ET Docket No. 95-18; FCC 00-233. July 3, 2000.

Application by SBC Communications Inc., Southwestern Bell

Telephone Company, and Southwestern Bell Communications
Services, Inc. June 30, 2000.
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FCC Statements
(continued)

Rulemaking to Amend Parts 1, 2, 21, and 25 of the Commission’s
Rules to Redesignate the 27.5-29.5 GHz Frequency Band, to
Establish Rules and Policies for Local Multipoint Distribution
Service and for Fixed Satellite Services, Third Report and Order
and Memorandum Opinion and Order, CC Docket No. 92-297.
June 26, 2000.

Service Rules for the 746-764 and 776-794 MHz Bands, and
Revisions to Part 27 of the Commission’s Rules, WT Docket No.
99-168. June 22, 2000.

Redesignation of the 17.7 — 19.7 GHz Frequency Band, Blanket
Licensing of Satellite Earth Stations in the 17.7-20.2 GHz and 27.5-
30.0 Frequency Bands, et al. IB Docket No. 98-172, RM-9005,
RM-9118. June 22, 2000.

1998 Biennial Regulatory Review: Review of the Commission’s
Broadcast Ownership Rules and Other Rules Adopted Pursuant to
Section 202 of the Communications Act. June 20, 2000.

GTE Corporation and Bell Atlantic Corporation, Applications for
Transfer of Control of Domestic and International Section 214 and
310 Authorizations and Application to Transfer Control of a
Submarine Cable Landing License, Memorandum Opinion and
Order. June 16, 2000.

Review of Commission Consideration of Applications under the
Cable Landing License Act. June 8, 2000.

Big Brother is Programming. June 7, 2000.

Order Adopting a Consent Decree between the Commission and
MCI WorldCom Communications, Inc. (MCIl WorldCom) that
Terminates a Commission Investigation into Unauthorized
Conversion (Slamming) of Consumers’ Preferred Carriers by MCI
WorldCom. June 6, 2000.

Applications for Consent to the Transfer of Control of Licenses and
Section 214 Authorizations from Media One Group, Inc.,
Transferor, To AT&T Corp., Transferee, CS Docket No. 99-251.
June 5, 2000.
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FCC Statements
(continued)

Access Charge Reform, Price Cap Performance Review for Local
Exchange Carriers, Low-Volume Long Distance Users, Federal-
State Joint Board on Universal Service, Reeport and Order, CC
Docket Nos. 96-262, 94-1, 99-249, 96-45. May 31, 2000.

FCC’s Public Forum on Secondary Markets in Spectrum. May 31,
2000.

Applications of Shareholders of CBS Corporation (Transferor) and
Viacom, Inc. (Transferee) For Transfer of Control of CBS
Corporation and Certain Subsidiaries, Licensees of KCBS-TV, Los
Angeles, CA et al. May 3, 2000.

Auction of Licenses for the 747-762, 777-792 MHz and 700 MHz
Bands Postponed Until September 6, 2000. May 2, 2000.

CALEA Section 103 Compliance and Section 107(c) Petitions, CC
Docket No. 97-213. April 25, 2000.

Reexamination of the Comparative Standards for Noncommercial
Educational Applicants, MM Docket No. 95-31. April 14, 2000.

Implementation of the Subscriber Carrier Selection Changes
Provisions of the Telecommunications Act of 1996; Policies and
Rules Concerning Unauthorized Changes of Consumers’ Long
Distance Carriers, First Order on Reconsideration, CC Docket No.
94-129. April 13, 2000.

Application by SBC Communications Inc., Southwestern Bell
Telephone Company, and Southwestern Bell Communications
Services, Inc., d/b/a Southwestern Bell Long Distance Pursuant to
Section 271 of the Telecommunications Act of 1996 to Provide In-
Region, InterLATA Services in Texas. April 6, 2000.

FCC Approval of Qwest / US West Merger. March 10, 2000.
Greater Flexibility in Guard Bands. March 9, 2000.

Service Rules for the 746-764 and 776-794 MHz Bands, and
Revisions to Part 27 of the Commission’s Rules, WT Docket No.
99-168, Second Report and Order. March 9, 2000.

Joint FCC/FTC Policy Statement for the Advertising of Dial-

Around and Other Long Distance Services to Consumers. March 1,
2000.
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FCC Statements
(continued)

Voicestream Wireless Corporation or Omnipoint Corporation, and
Voicestream Wireless Holding Company, Cook Inlet/VVS GSM 11
PCS, LLC or Cook Inlet/\VS GSM 11 PCS, LLC, and various
subsidiaries and affiliates of Omnipoint Corporation, and Cook
Inlet/VVS GSM 11 PCS, LLC or Cook Inlet/VS GSM 111 PCS, LLC
Application for Consent to Transfer of Control and Assignment of
Licenses and Authorizations. February 15, 2000.

Review of the Commission’s Broadcast and Cable Equal
Employment Opportunity Rules and Policies and Termination of
the EEO Streamlining Proceeding, MM Dockets Nos. 98-24, 96-16.
February 3, 2000.

Applications of WQED Pittsburgh and Cornerstone Television, Inc.
January 28, 2000.

Press Statement on Review of Commission’s Broadcast and Cable
Equal Employment Opportunity Rules and Policies and
Termination of the EEO Streamlining Proceeding, MM Docket
Nos. 98-24, 96-16. January 20, 2000.

Creation of Low Power Radio Service, MM Docket No. 99-25
Report & Order. January 20, 2000.

Annual Assessment of the Status of Competition in Markets for the
Delivery of Video Programming, CS Docket No. 99-230. January
14, 2000.

Reaction to Nextwave Decision. January 12, 2000.

Service Rules for the 746-764 and 776-794 MHz Bands, and
Revision to Part 27 of the Commision’s Rules, WT Docket No. 99-
168. January 6, 2000.

Applications of WQED Pittsburgh and Cornerstone Television, Inc.
For Consent to the Assignment of License of Noncommercial
Educational Station WQEX(TV), Channel *16, Pittsburgh,
Pennsylvania. December 29, 1999.

Press Statement on Application by Bell Atlantic New York for
Authorization Under Section 271 of the Communications Act to
Provide In-Region, InterLATA Service in the State of New York,
CC Docket No. 99-295. December 22, 1999.
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FCC Statements
(continued)

Concurring Statement on Application by Bell Atlantic New York
for Authorization Under Section 271 of the Communications Act to
Provide In-Region, InterLATA Service in the State of New York,
CC Docket No. 99-295. December 22, 1999.

1998 Biennial Regulatory Review: Review of Depreciation
Requirements for Incumbent Local Exchange Carriers, United
States Telephone Association’s Petition for Forbearance from
Depreciation Regulation of Price Cap Local Exchange Carriers,
Report and Order in CC Docket 98-137, Memorandum Opinion and
Order in ASD 98-91. December 17, 1999.

Public Interest Obligations of TV Broadcast Licensees, Notice of
Inquiry. December 15, 1999.

Proposed First Quarter 2000 Universal Service Contribution Factor
Announced in CC Docket 96-45. December 13, 1999.

Implementation of the Local Competition Provisions of the
Telecommunications Act of 1996, Supplemental Order, CC Docket
96-98. November 24, 19909.

Deployment of Wireline Services Offering Advanced
Telecommunications Capability, CC Docket No. 98-147.
November 18, 1999.

AT&T Corp., British Telecommunications, plc, VLT Co. L.L.C.,
Violet License Co. LLC, and TNV [Bahamas] Limited Applications
for Grant of Section 214 Authority, Modification of Authorizations
and Assignment of Licenses in Connection with the Proposed Joint
Venture Between AT&T Corp. and British Telecommunications,
plc, IB Docket No. 98-212. November 18, 1999.

Re: Request of Lockheed Martin Corporation and Warburg, Pincus
& Co. November 17, 1999.

Applications of SatCom Systems Inc., TMI Communications and
Company, L.P. and SatCom Systems Inc., File No. 647-DSE-P/L-
98 et al. November 12, 1999.

Trinity Broadcasting of Florida, Inc., Miami, Florida, MM Docket
No. 93-75. November 4, 1999.

Common Carrier Bureau’s Suspension of AT&T’s October 29
Tariff Filing. October 29, 1999.
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FCC Statements
(continued)

FCC’s October 21 Universal Service Orders. October 21, 1999.

Implementation of the Cable Television Consumer Protection and
Comepetition Act of 1992, Review of the Commission’s Cable
Attribution Rules, CS Docket No. 98-82. October 8, 1999.

Implementation of Section 11(c) of the Cable Television Consumer
Protection and Competition Act of 1992, Horizontal Ownership
Limits, MM No. 92-264. October 8, 1999.

Applications of Ameritech Corp., Transferor, and SBC
Communications, Inc., Transferee, For Consent to Transfer Control
of Corporations Holding Commission Licenses and Lines Pursuant
to Sections 214 and 310(d) of the Communications Act and Parts 5,
22,24, 25, 63, 90, 95, and 101 of the Commission’s Rules, CC
Docket No. 98-141. October 6, 1999.

SBC-Ameritech License Transfer Proceeding — Press Statement.
October 6, 1999.

1998 Biennial Regulatory Review — Spectrum Aggregation Limits
for Wireless Teleocommunications Carriers, WT Docket No. 98-
205, GN Docket No. 93-252, Report and Order. September 22,
1999.

Direct Access to the INTELSAT System, 1B Docket No. 89-182,
File No. 60-SAT-ISP-97. September 17, 1999.

In Response to Inquiry from Rep. George W. Gekas, Chairman,
House Judiciary Subcommittee on Commercial and Administrative
Law, Commissioner Furchtgott-Roth Concludes that Schools and
Libraries Program Likely Violates Recent D.C. Circuit Non-
delegation Doctrine Decision, American Trucking v. EPA.
September 16, 1999.

Implementation of the Telecommunications Act of 1996;
Telecommunications Carriers’ Use of Customer Proprietary
Network Information and Other Customer Information;
Implementation of the Local Competition Provisions of the
Telecommunications Act of 1996; Provision of Directory Listing
Information under the Telecommunications Act of 1934, As
Amended, CC Docket Nos. 96-115; 96-98; 99-**. September 9,
1999.
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FCC Statements
(continued)

Petition for Reconsideration by People for the American Way and
Media Access Project of Declaratory Ruling Regarding Section
312(a)(7) of the Communications Act. September 7, 1999.

Federal-State Joint Board on Universal Service: Promoting
Deployment and Subscribership in Unserved and Underserved
Areas, Including Tribal and Insular Areas, CC Docket No. 96-45.
September 3, 1999.

Access Charge Reform, CC Docket No. 96-262, Price Cap
Performance Review for Local Exchange Carriers, CC Docket No.
94-1, Interexchange Carrier Purchases of Switched Access Services
Offered by Competitive Local Exchange Carriers, CCB/CPD File
No. 98-63, Petition of U.S. West Communications, Inc. for
Forbearance from Regulation as a Dominant Carrier in the Phoenix,
Arizona MSA, CC Docket No. 98-157. August 27, 1999.

Telecommunications Carriers’ Use of Customer Proprietary
Network Information and Other Information; Implementation of the
Non-Accounting Safeguards of Section 271 and 272 of the
Communications Act of 1934, As Amended. CC Docket Nos. 96-
45 and 96-149. August 16, 1999.

Oncor Communications, Inc., File No. ENF 95-04. August 6, 19909.

Implementation of Section 309(j) of the Communications Act —
Comepetitive Bidding for Commercial Broadcast and Instructional
Television Fixed Service Licenses, MM Docket No. 97-234.
August 5, 1999.

Review of the Commission’s Regulations Governing Television
Broadcasting, MM Docket No. 91-221; and in the Matter of
Television Satellite Stations Review of Policy and Rules, MM
Docket No. 87-8. August 5, 1999.

Commission’s Regulations Governing Attribution of Broadcast and
Cable/MDS Interests, MM Docket No. 94-150; Review of the
Commission’s Regulations and Policies Affecting Investment in the
Broadcast Industry, MM Docket No. 92-51; Reexamination of the
Commission’s Cross-Interest Policy, MM Docket No. 87-154.
August 5, 1999.

Adoption of Full Funding of the E-Rate. August 5, 1999.
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FCC Statements
(continued)

1998 Biennial Regulatory Review — Streamlined Contributor
Reporting Requirements Associated with Administration of
Telecommunications Relay Services, North American Numbering
Plan, Local Number Portability, and Universal Service Support
Mechanisms, CC Docket No. 98-171. July 28, 1999.

Opposes Re-Regulation of Long Distance Market. July 9, 1999.

Joint Application for a License to Land and Operate a Submarine
Cable Network Between the United States and Japan. July 9, 1999.

Petition for Forbearance of the Independent Telephone &
Telecommunications Alliance; Regulatory Treatment of LEC
Provision of Interexchange Services Originating in the LEC’s Local
Exchange Area. July 1, 1999.

Application of ALLTEL Corporation Petition for Waiver of Section
64.41 of the Commission’s Rules and Applications for Transfer of
Control; CCB/CPD 99-1. June 30, 1999.

Proposed SBC-Ameritech Conditions (Joint Statement with
Commissioner Tristani). June 30, 1999.

Proposed SBC/Ameritech Conditions. June 30, 1999.
Reduction in Access Charges. June 30, 1999.

Application of AirTouch Communications, Inc., Transferor and
Vodafone Group, PLC, Transferee for consent to Transfer Control
of Licenses and Authorizations. June 21, 1999.

Application of Great Empire Broadcasting, Inc. and Journal
Broadcast Corp. for Transfer of Control of Omaha Great Empire
Broadcasting, Inc., Licensee of WOW(AM) and WOW(FM),
Omaha, Nebraska File Nos. BTC-980831GH, BTCH-980831GH.
June 17, 1999.

Promotion of Competitive Networks in Local Telecommunications
Markets. June 10, 1999.

Universal Service: FCC Votes to Raise E-Rate Tax by $1 Billion:
FCC Again Violates Statutory Mandate by Increasing E-Rate Tax
While Delaying Implementation of High-Cost Program. May 27,
1999.

Increased Schools and Libraries Tax Will Harm Consumers. May
21, 1999.
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FCC Statements
(continued)

Truth-in-Billing and Billing Format, CC Docket No. 98-170. May
11, 1999.

Trinity Broadcasting of Florida, Inc., Miami, Florida, MM Docket
No. 93-75. April 15, 1999.

Letter From Commissioner Furchtgott-Roth to CEOs of SBC and
Ameritech in Response to Chairman’s Proposed Process, April 5,
1999. April 5, 1999.

Additional Information Regarding Broadband PCS Spectrum
Included in the Auction Scheduled for March 23, 1999. April 5,
1999.

C-TEC Corporation, Final Resolution of Cable Programming
Service Rate Complaints. April 1, 1999.

Implementation of Cable Act Reform Provisions of the
Telecommunications Act, CS Docket No. 96-95. March 31, 1999.

With Gloria Tristani, Request for Extension of the Commission’s
Initial Non-Delinquency Period for C and F Block Payments.
March 26, 1999.

Commonwealth of Virginia State Corporation Commission v. MCI
Telecommunications Corporation, File No. E-99-01. March 22,
1999.

1998 Biennial Regulatory Review — Review of International
Common Carrier Regulations. March 18, 1999.

Computer 111 Further Remand Proceedings: Bell Operating
Company Provision of Enhanced Services and 1998 Biennial
Regulatory Review — Review of Computer 111 and ONA Safeguards
and Requirements. March 8, 1999.

Proposed Second Quarter 1999 Universal Service Contribution
Factors, CC Docket No. 96-45. March 4, 1999.

FCC Effectively Overturns State Decisions; Opens Door For
Internet Access Charges; Furchtgott-Roth Denied Commissioner
Rights. February 25, 1999.

Recommendation of Schools and Libraries Committee of USAC.
February 18, 1999.
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FCC Statements
(continued)

Applications for Consent to the Transfer and Control of Licenses
and Section 214 Authorization from Tele-Communications, Inc.,
Transferor, To AT&T Corp., Transferee, CS Docket No. 98-178.
February 17, 1999.

Letter to Cheryl Parrino, President, Universal Service
Administrative Company. February 9, 1999.

Declaratory Ruling Regarding the lowa Communications Network
in Federal-State Joint Board on Universal Service, CC Docket No.
96-45. February 8, 1999.

Satellite Delivery of Network Signals to Unserved Households for
Purposes of the Satellite Home Viewer Act. February 2, 1999.

Creation of a Low Power Radio Service, MM Docket No. 99-25.
January 28, 1999.

Report on the Deployment of Advanced Telecommunications
Capability to All Americans. January 28, 1999.

Price Cap Performance Review for Local Exchange Carriers, CC
Docket No. 94-1. January 22, 1999.

Business Discount Plan, Inc. Apparent Liability for Forfeiture Enf
No. 98-02. January 14, 1999.

December 1998 Rate Integration Reconsideration Order. December
31, 1998.

Comprehensive Report on FCC’s Biennial Review Including
Suggestions for Year 2000 Review. December 21, 1998.

Annual Assessment of the Status of Competition in Markets for the
Delivery of Video Programming, CS Docket No. 98-102.
December 17, 1998.

Second Report and Order and Further Notice of Proposed
Rulemaking, Implementation of the Subscriber Carrier Selection
Changes Provisions of the Telecommunications Act of 1996 and
Policies and Rules Concerning Unauthorized Changes of
Consumers’ Long Distance Carriers, CC Docket No. 94-129.
December 17, 1998.

-A31-



FCC Statements
(continued)

Forward-Looking Mechanism for High Cost Support for Non-Rural
LECs; CC Docket Nos. 96-45, 97-160. December 12, 1998.

Universal Service Contribution Factors and Proposed Action; CC
Docket No. 96-45. December 4, 1998.

1998 Biennial Regulatory Review — Streamlining of Mass Media
Applications, Rules, and Processes; Policies and Rules Regarding
Minority and Female Ownership of Mass Media Facilities; MM
Docket Nos. 98-43, 91-140, 94-149. December 3, 1998.

Federal-State Joint Board on Universal Service, Second
Recommended Decision. November 23, 1998.

Schools and Libraries Corporation’s First Wave of Commitment
Letters. November 23, 1998.

Review of the Commission’s Broadcast and Cable EEO Rules and
Policies and Termination of the EEO Streamlining Proceeding, MM
Docket Nos. 98-204 and 96-16. November 19, 1998.
Implementation of Section 207 of the Telecommunications Act of
1996, Restrictions on Over-the-Air Reception Devices. November
19, 1998.

Implementation of Section 25 of the Cable Television Consumer
Protection and Competition Act of 1992, Direct Broadcast Satellite
Public Interest Obligations, MM Docket No. 93-25. November 19,
1998.

1998 Biennial Regulatory Review — Spectrum Aggregation Limits
for Wireless Telecommunications Carriers. November 19, 1998.

Changes to the Board of Directors of the National Exchange Carrier
Association, Inc.; CC Docket Nos. 97-21, 96-45. November 19,
1998.

Second Report and Order and third Order on Reconsideration
regarding Changes to the Board of Directors of the National
Exchange Carrier Association, Inc.; CC Docket Nos. 97-21 and 96-
45. November 16, 1998.

Application for Consent to the Transfer of Control of Licenses and
Section 214 Authorizations from Southern New England
Telecomunications Corporation to SBC Communications, Inc.; CC
Docket No. 98-25. October 23, 1998.
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FCC Statements
(continued)

Forward-Looking Mechanism for High Cost Support for Non-Rural
LECs; CC Docket Nos. 96-45 and 97-160. October 22, 1998.

Federal-State Joint Board on Universal Service; CC Docket No. 96-
45, October 22, 1998.

1998 Biennial Regulatory Review — Streamlining of Mass Media
Applications, Rules, and Processes; Policies and Rules Regarding
Minority and Female Ownership of Mass Media Facilities; MM
Docket Nos. 98-43, 91-140, 94-149. October 22, 1998.

Further Notice of Proposed Rulemaking, Communications
Assistance for Law Enforcement Act. October 22, 1998.

Report and Order 1998 Biennial Regulatory Review — Amendment
of Parts 0, 1, 13, 22, 24, 26, 27, 80, 87, 90, 95, 97, and 101 of the
Commission’s Rules to Facilitate the Development and Use of the
Universal Licensing System in the Wireless Telecommunications
Services. October 21, 1998.

Application of BellSouth Corporation, BellSouth
Telecommunications, Inc., and BellSouth Long Distance Inc., for
Provision of In-Region, InterLATA Services in Louisiana; CC
Docket No. 98-121. October 13, 1998.

Prescribing the Authorized Rate of Return for Interstate Services
for Local Exchange Carriers and Policy and Rules Concerning
Rates for Dominant Carriers, CC Docket No. 98-166. October 5,
1998.

Suspension of Requirement for Filing of Broadcast Station Annual
Employment Reports and Program Reports. September 29, 1998.

Memorandum Opinion and Order, In the Matter of AT&T
Corporation, et al. v. Ameritech Corp. et al., File Nos. E-98-41 et
al. September 28, 1998.

1998 Biennial Regulatory Review — Streamlined Contributor
Reporting Requirements Associated with Administration of
Telecommunications Relay Services, North American Numbering
Plan, Local Number Portability, and Universal Service Support
Mechanisms. September 17, 1998.

Truth-in-Billing and Billing Format. September 17, 1998.
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(continued)

Application of WorldCom, Inc. and MCI Communications
Corporation for Transfer of Control of MCI Communications
Corporation to WorldCom, Inc.; CC Docket No. 97-211.
September 14, 1998.

Petition for the Extension of the Compliance Date under Section
107 of the Communications Assistance for Law Enforcement Act
by AT&T Wireless Services, Inc., Lucent Technologies, and
Ericsson, Inc. September 11, 1998.

Proposed Fourth Quarter 1998 Universal Service Contribution
Factors Announced; CC Docket No. 96-45. August 18, 1998.

Implementation of Section 309(j) of the Communications Act, MM
Docket No. 97-234, GC Docket No. 92-52, GEN Docket No. 90-
264. August 18, 1998.

Notice of Proposed Rulemaking 1998 Biennial Regulatory Review
— Reform of the International Settlements Policy and Associated
Filing Requirements. August 6, 1998.

Petition for Rulemaking of Ameritech New Media, Inc., Regarding
Development of Competition and Diversity in Video Programming
Distribution and Carriage. August 6, 1998.

Applications of Radio Sun Group of Texas, Inc., For Renewal of
Licenses of Stations. July 23, 1998.

Consent to Transfer Control of Teleport Communications Group
Inc. to AT&T Corp., CC Docket No. 98-24. July 23, 1998.

Universal Service Support for Non-Rural Carriers that Serve High
Cost Areas, CC Docket No. 96-45. July 16, 1998.

Proposal to Revise Administrative Structure for Federal Universal
Service Support Mechanisms; CC Docket No. 96-45. July 15,
1998.

Amendment of Rules Governing Procedures to be Followed when
Formal Complaints are Filed against Common Carriers, CC Docket
No. 96-238. July 9, 1998.

Political Editorial and Personal Attack Rules, Gen. Docket No. 83-
484, June 22, 1998.
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FCC Statements
(continued)

Fifth Order on Reconsideration and Fourth Report and Order
Regarding the Federal State Joint Board on Universal Service, CC
Docket No. 96-45. June 22, 1998.

Universal Service. June 12, 1998.

Clarification/Reiteration of “Services” Eligible for Discounts to
Schools and Libraries. June 11, 1998.

Notice of Proposed Rulemaking and Order 1998 Biennial
Regulatory Review — Streamlining of Technical Rules in Parts 73
and 74 of the commission’s Rules. June 11, 1998.

Notice of Inquiry 1998 Biennial Regulatory Review — Testing New
Technology. June 11, 1998.

1998 Biennial Regulatory Review — Conducted Emissions Limits
for Equipment Regulated Under Parts15 and 18 of the
Commission’s Rules, FCC 98-102. June 8, 1998.

Saluting AT&T. June 1, 1998.

Endorsement of the Decision of USAC to Appoint Cheryl Parrino
as its First Chief Executive Officer. May 21, 1998.

Application of Nationwide Wireless Network Corporation for a
Nationwide Authorization in the Narrowband Personal
Communications Service. May 14, 1998.

1998 Biennial Regulatory Review — Amendment of Parts 2, 25, and
68 of the Commission’s Rules to Further Streamline the Equipment
Authorization Process for Radio Frequency and Telephone
Terminal Equipment and to Implement Mutual Recognition
Agreements. May 14, 1998.

Proposed Third Quarter 1998 Universal Service Contribution
Factors Announced; Common Carrier Bureau Seeks Comment on
Proposed Revisions of 1998 Collection Amounts for Schools and
Libraries and Rural Health Care Universal Service Support
Mechanisms; CC Docket No. 96-45. May 13, 1998.

Universal Service Report to Congress in Response to Senate bill
1768 and Conference Report on HR 3579. May 8, 1998.
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FCC Statements 1998 Biennial Regulatory Review — “Annual Report of Cable
(continued) Television System,” Form 325, Filed Pursuant to Section 76.403 of
the Commission’s Rules. April 30, 1998.

Application of Comsat Corporation Petition Pursuant to Section
10(c) of the Communications Act of 1934, as amended, for
Forbearance from Dominant Carrier Regulation and for
Reclassification as a Non-Dominant Carrier. April 28, 1998.

1998 Biennial Regulatory Review — Part 76 Cable Television
Service Pleading and Complaint Rules. April 22, 1998.

Performance Measurements and Reporting Requirements for
Operations Support Systems, Interconnection, and Operator
Services and Directory Assistance, CC Docket No. 98-56. April
16, 1998.

Federal-State Joint Board on Universal Service, Report to
Congress, CC Docket No. 96-45. April 10, 1998.

1998 Biennial Regulatory Review — Amendment of Part 18 of the
Commission’s Rules to Update Regulations for RF Lighting
Devices. April 2, 1998.

1998 Biennial Regulatory Review — Streamlining of Mass Media
Applications, Rules, and Processes. April 2, 1998.

Implementation of Section 255 of the Telecommunications Act of
1996 — Access to Telecommunications Service,
Telecommunications Equipment, and Customer Premises
Equipment by Persons with Disabilities. April 2, 1998.

Toll Free Service Access Codes, CC Docket No. 95-155. March
31, 1998.

Second Quarter 1998 Universal Service Contribution Factors.
March 20, 1998.

Southwestern Bell Telephone Company, Tariff F.C.C. No. 73.
March 13, 1998.

1998 Biennial Regulatory Review: Review of the Commission’s

Broadcast Ownership Rules and Other Rules Adopted Pursuant to
Section 202 of the Communications Act. March 12, 1998.
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(continued)

Implementation of Section 551 of the Telecommunications Act of
1996: Video Programming Ratings, CS Docket No. 97-55. March
12, 1998.

Proposed Second Quarter 1998 Universal Service Contribution
Factors Announced in CC Docket No. 96-45. February 27, 1998.

Broadcast Equal Employment Opportunity Enforcement Policy as
to Religious Broadcasters. February 25, 1998.

Policies and Rules for the Direct Broadcast Service — Notice of
Proposed Rulemaking. February 19, 1998.

Letter in Response to Representative John D. Dingell’s Recent
Inquiry Regarding Free Air Time. February 18, 1998.

Advanced Television Systems and their Impact upon the Existing
Television Broadcast Service — Memorandum Opinion and Order
on Reconsideration of the Sixth Report and Order. February 18,
1998.

Rulemaking to Amend Parts 1, 2, 21, and 25 of the Commission’s
Rules to Redesignate the 27.5-29.5 GHz Frequency Band, to
Reallocate the 29.5-30.0 GHz Frequency Band, To Establish Rules
and Policies for Local Multipoint Distribution Service and for
Fixed Satellite Services. Petitions for Further Reconsideration of
the Denial of Applications for Waiver of the Commission’s
Common Carrier Point-to-Point Microwave Radio Service Rules.
February 2, 1998.

Computer 111 Further Remand Proceedings: Bell Operating
Company Provision of Enhanced Services and 1998 Biennial
Regulatory Review — Review of Computer 111 and ONA Safeguards
and Requirements. January 29, 1998.

Fourth Annual Report on Competition in Video Markets. January
13, 1998.

Federal-State Joint Board on Universal Service, Access Charge
Reform, Price Cap Review for Local Exchange Carriers, Transport
Rate Structure and Pricing, End User Common Line Charge.
December 29, 1997.

Application of BellSouth Corporation to Provide In-Region,
InterLATA Services in South Carolina. December 24, 1997.
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FCC Statements
(continued)

Streamlined Auction Rules. December 18, 1997.
Proposals to Improve Program Access Rules. December 18, 1997.

Revision of Universal Service Collection Amounts for 1998.
December 16, 1997.

Southwestern Bell Telephone Company, Tariff F.C.C. No. 73.
November 14, 1997.

Three Members of Permanent Staff Named. November 12, 1997.
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Proposed FCC Rules*

Subpart L - Non-Rural Insular High-Cost Loop Support Mechanism
Add new subpart...
§54.1001 Eligibility

@) Non-rural insular high-cost loop support is available to non-rural insular incumbent local
exchange carriers and/or eligible telecommunications carriers serving lines in the service
area of non-rural insular incumbent local exchange carriers, as those terms are defined in
§ 54.5 of this chapter.

8 54.1002 Calculation of Non-Rural Insular High-Cost Loop Support

@) For non-rural insular study areas reporting 200,000 or fewer working loops pursuant to
8§ 36.611(h) the expense adjustment (additional interstate expense allocation) is equal to
the sum of paragraphs (a)(1) through (2) of this section.

(1) Sixty-five percent of the study area average unseparated loop cost per
working loop as calculated pursuant to 8 36.622(b) in excess of 115
percent of the national average for this cost but not greater than 150
percent of the national average for this cost as calculated pursuant to
8 54.1002(c) multiplied by the number of working loops reported in
8§ 36.611(h) for the study area; and

(2) Seventy-five percent of the study area average unseparated loop cost per
working loop as calculated pursuant to 8 36.622(b) in excess of 150
percent of the national average for this cost as calculated pursuant to
§ 54.1002(c) multiplied by the number of working loops reported in
§ 36.611(h) for the study area.

(b) For non-rural insular study areas reporting more than 200,000 working loops pursuant to
8 36.611(h), the expense adjustment (additional interstate expense allocation) is equal to
the sum of paragraphs (b)(1) through (4) of this section.

! PRT included a set of proposed rules governing the non-rural insular mechanism in its

Insular White Paper. PRT White Paper: Proposed Interim Insular Mechanism, CC Docket No.
96-45 (May 6, 2005). This Appendix provides a complete set of rules revised to reflect
additional components of a non-rural insular mechanism addressed in the Comments.



(1) Ten percent of the study area average unseparated loop cost per working
loop cost per working loop as calculated pursuant to § 36.622(b) in excess
of 115 percent of the national average for this cost but not greater than 160
percent of the national average for this cost as calculated pursuant to
8 54.1002(c) multiplied by the number of working loops reported in
§ 36.611(h) for the study area;

(2) Thirty percent of the study area average unseparated loop cost per working
loop as calculated pursuant to § 36.622(b) in excess of 160 percent of the
national average for this cost but not greater than 200 percent of the
national average for this cost as calculated pursuant to § 54.1002(c)
multiplied by the number of working loops reported in § 36.611(h) for the
study area;

(3) Sixty percent of the study area average unseparated loop cost per working
loop as calculated pursuant to § 36.622(b) in excess of 200 percent of the
national average for this cost but not greater than 250 percent of the
national average for this cost as calculated pursuant to § 54.1002(c)
multiplied by the number of working loops reported in § 36.611(h) for the
study area; and

(4) Seventy-five percent of the study area average unseparated loop cost per
working loop as calculated pursuant to 8§ 36.622(b) in excess of 250
percent of the national average for this cost as calculated pursuant to
8 54.1002(c) multiplied by the number of working loops reported in
§ 36.611(h) for the study area.

(© The national average unseparated loop cost for purposes of calculating expense
adjustments in § 54.1002(a)-(b) is frozen at $240.00.

54.1003 Disaggregation and targeting of high-cost support

(a)

(b)

All non-rural insular incumbent local exchange carriers on or before [270 days after the
effective date of the Order] must select a disaggregation path as described in paragraphs
(b), (c), or (d) of this section. In study areas in which a competitive carrier was
designated as a competitive eligible telecommunications carrier prior to [effective date of
Order], the non-rural insular incumbent local exchange carrier may only disaggregate
support pursuant to paragraphs (b), (c), or (d)(2)(iii) of this section. A non-rural insular
incumbent local exchange carrier failing to select a disaggregation path as described in
paragraphs (b), (c), or (d) of this section by [270 days after the effective date of the
Order], will not be permitted to disaggregate and target federal high-cost support unless
ordered to do so by a state commission as that term is defined in § 54.5.

Path 1: Carriers Not Disaggregating and Targeting High-Cost Support:

(1) A carrier may certify to the state commission that it will not disaggregate
and target high-cost universal service support.



(©)

(d)

)

©)

(4)

()

A carrier's election of this path becomes effective upon certification by the
carrier to the state commission.

This path shall remain in place for such carrier for at least four years from
the date of certification to the state commission except as provided in
paragraph (b)(4) of this section.

A state commission may require, on its own motion, upon petition by an
interested party, or upon petition by a non-rural insular incumbent local
exchange carrier, the disaggregation and targeting of support under
paragraphs (c) or (d) of this section.

A carrier not subject to the jurisdiction of a state, e.g., certain tribally
owned carriers, may select Path 1, but must certify to the Federal
Communications Commission as described in paragraphs (b)(1) through
(4) of this section.

Path 2: Carriers Seeking Prior Regulatory Approval for the Disaggregation and Targeting

of Support:

1)

)

®3)

(4)

(%)

(6)

A carrier electing to disaggregate and target support under this paragraph
must file a disaggregation and targeting plan with the state commission.

Under this paragraph a carrier may propose any method of disaggregation
and targeting of support consistent with the general requirements detailed
in paragraph (e) of this section.

A disaggregation and targeting plan under this paragraph becomes
effective upon approval by the state commission.

A carrier shall disaggregate and target support under this path for at least
four years from the date of approval by the state commission except as
provided in paragraph (c)(5) of this section.

A state commission may require, on its own motion, upon petition by an
interested party, or upon petition by a non-rural insular incumbent local
exchange carrier, the disaggregation and targeting of support in a different
manner.

A carrier not subject to the jurisdiction of a state, e.g., certain tribally
owned carriers, may select Path 2, but must seek approval from the
Federal Communications Commission as described in paragraphs (c)(1)
through (5) of this section.

Path 3: Self-Certification of the Disaggregation and Targeting of Support:



(1) A carrier may file a disaggregation and targeting plan with the state commission
along with a statement certifying one of the following:

(i) It has disaggregated support to the wire center level; or

(if) It has disaggregated support into no more than two cost zones per
wire center; or

(iii) That the carrier's disaggregation plan complies with a prior
regulatory determination made by the state commission.

(2) Any disaggregation plan submitted pursuant to this paragraph must meet the
following requirements:

(1) The plan must be supported by a description of the rationale used,
including the methods and data relied upon to develop the
disaggregation zones, and a discussion of how the plan complies
with the requirements of this paragraph. Such filing must provide
information sufficient for interested parties to make a meaningful
analysis of how the carrier derived its disaggregation plan.

(i) The plan must be reasonably related to the cost of providing
service for each disaggregation zone within each disaggregated
category of support.

(iii) The plan must clearly specify the per-line level of support for each
category of high-cost universal service support provided pursuant
to § 54.1002 of this chapter in each disaggregation zone.

(iv) If the plan uses a benchmark, the carrier must provide detailed
information explaining what the benchmark is and how it was
determined. The benchmark must be generally consistent with
how the total study area level of support for each category of costs
is derived to enable a competitive eligible telecommunications
carrier to compare the disaggregated costs used to determine
support for each cost zone.

(3) A carrier's election of this path becomes effective upon certification by the carrier
to the state commission.

(4) A carrier shall disaggregate and target support under this path for at least four
years from the date of certification to the state commission except as provided in
paragraph (d)(5) of this section.

(5) A state commission may require, on its own motion, upon petition by an
interested party, or upon petition by a non-rural insular incumbent local exchange



(6)

carrier, modification to the disaggregation and targeting of support selected under
this path.

A carrier not subject to the jurisdiction of a state, e.g., certain tribally owned
carriers, may select Path 3, but must certify to the Federal Communications
Commission as described in paragraphs (d)(1) through (5) of this section.

(e) Additional Procedures Governing the Operation of Path 2 and Path 3: Disaggregation and
targeting plan adopted under paragraphs (c) or (d) of this section shall be subject to the
following general requirements:

1)

)

©)
(4)

(%)

(6)

)

Support available to the carrier's study area under its disaggregation plan shall
equal the total support available to the study area without disaggregation.

The ratio of per-line support between disaggregation zones for each disaggregated
category of support shall remain fixed over time, except as changes are allowed
pursuant to paragraph (c) and (d) of this section.

The ratio of per-line support shall be publicly available.

Per-line support amounts for each disaggregation zone shall be recalculated
whenever the carrier's total annual support amount changes using the changed
support amount and lines at that point in time.

Per-line support for each category of support in each disaggregation zone shall be
determined such that the ratio of support between disaggregation zones is
maintained and that the product of all of the carrier's lines for each disaggregation
zone multiplied by the per-line support for those zones when added together
equals the sum of the carrier's total support.

Until a competitive eligible telecommunications carrier is certified in a study area,
monthly payments to the incumbent carrier will be made based on total annual
amounts for its study area divided by 12.

When a competitive eligible telecommunications carrier is certified in a study
area, per-line amounts used to determine the competitive eligible
telecommunications carrier's disaggregated support shall be based on the
incumbent carrier's then-current total support levels, lines, and disaggregated
support relationships.

() Submission of Information to the Administrator:

1)

A carrier certifying under paragraph (b) of this section that it will not disaggregate
and target high-cost universal service support shall submit to the Administrator a
copy of the certification submitted to the state commission, or the Federal
Communications Commission, when not subject to state jurisdiction.



(2) A carrier electing to disaggregate and target support under paragraph (c) of this
section shall submit to the Administrator a copy of the order approving the
disaggregation and targeting plan submitted by the carrier to the state
commission, or the Federal Communications Commission, when not subject to
state jurisdiction, and a copy of the disaggregation and targeting plan approved by
the state commission or the Federal Communications Commission.

(3) A carrier electing to disaggregate and target support under paragraph (d) of this
section shall submit to the Administrator a copy of the self-certification plan
including the information submitted to the state commission pursuant to
paragraphs (d)(2)(i) and (d)(2)(iv) of this section or the Federal Communications
Commission.

(4) A carrier electing to disaggregate and target support under paragraph (c) or (d) of
this section must submit to the Administrator maps which precisely identify the
boundaries of the designated disaggregation zones of support within the carrier's
study area.

54.1004 State certification of support for non-rural insular incumbent local exchange
carriers

(a)

(b)

(©)

State certification. States that desire non-rural insular incumbent local exchange carriers
and/or eligible telecommunications carriers serving lines in the service area of a non-rural
insular incumbent local exchange carrier within their jurisdiction to receive support
pursuant to 8§54.1002 of this chapter must file an annual certification with the
Administrator and the Commission stating that all federal high-cost support provided to
such carriers within that State will be used only for the provision, maintenance, and
upgrading of facilities and services for which the support is intended. Support provided
pursuant to § 54.1002 of this chapter shall only be provided to the extent that the State
has filed the requisite certification pursuant to this section.

Certification format. A certification pursuant to this section may be filed in the form of a
letter from the appropriate regulatory authority for the State, and shall be filed with both
the Office of the Secretary of the Commission clearly referencing CC Docket No. 96-45,
and with the Administrator of the high-cost universal service support mechanism, on or
before the deadlines set forth in paragraph (c) of this section. If provided by the
appropriate regulatory authority for the state, the annual certification must identify which
carriers in the State are eligible to receive federal support during the applicable 12-month
period, and must certify that those carriers will only use support for the provision,
maintenance, and upgrading of facilities and services for which support is intended. A
State may file a supplemental certification for carriers not subject to the State's annual
certification. All certificates filed by a State pursuant to this section shall become part of
the public record maintained by the Commission.

Filing Deadlines. Upon the filing of the certification described in paragraph (b) of this
section, support shall be provided pursuant to the following schedule:



(1) Certifications filed on or before October 1. Carriers for which
certifications are filed on or before October 1 shall receive support
pursuant to 8 54.1002 of this chapter, in the first, second, third, and fourth
quarters of the succeeding year.

(2) Certifications filed on or before January 1. Carriers for which
certifications are filed on or before January 1 shall receive support
pursuant to 8 54.1002 of this chapter, in the second, third, and fourth
quarters of that year. Such carriers shall not receive support pursuant to §
54.1002 of this chapter in the first quarter of that year.

(3) Certifications filed on or before April 1. Carriers for which certifications
are filed on or before April 1 shall receive support pursuant § 54.1002 of
this chapter, in the third and fourth quarters of that year. Such carriers
shall not receive support pursuant to 8§ 54.1002 of this chapter in the first
and second quarters of that year.

(4) Certifications filed on or before July 1. Carriers for which certifications
are filed on or before July 1 shall receive support pursuant to § 54.1002 of
this chapter, in the fourth quarter of that year. Such carriers shall not
receive support pursuant to § 54.1002 of this chapter in the first, second,
or third quarters of that year.

(5) Certifications filed after July 1. Carriers for which certifications are filed
after July 1 shall not receive support pursuant to § 54.1002 of this chapter,
in that year.

(6) Newly designated eligible telecommunications carriers. Notwithstanding
the deadlines in paragraph (d) of this section, a carrier shall be eligible to
receive support pursuant to § 54.1002 of this chapter, whichever is
applicable, as of the effective date of its designation as an eligible
telecommunications carrier under Section 214(e)(2) or (e)(6), provided
that it files the certification described in paragraph (b) of this section or
the state commission files the certification described in paragraph (a) of
this section within 60 days of the effective date of the carrier's designation
as an eligible telecommunications carrier. Thereafter, the certification
required by paragraphs (a) or (b) of this section must be submitted
pursuant to the schedule in paragraph (d) of this section.

§ 36.611 Submission of information to the National Exchange Carrier Association
Add new second sentence of (h) ...

(h) For non-rural insular incumbent local exchange carrier, as that term is defined in 854.5 of
this chapter, the number of working loops for each study area.



8 36.611 Submission of information to the National Exchange Carrier Association

Change first sentence of (a) to ...

(a) Any rural telephone company, as that term is defined in 851.5 of this chapter, or non-

§54.5

Add

rural insular incumbent local exchange carrier, as that term is defined in 854.5 of this
chapter, may update the information submitted to the National Exchange Carrier
Association (NECA) on July 31st pursuant to §836.611(a) through (h) one or more times
annually on a rolling year basis according to the schedule, except that rural telephone
companies or non-rural insular incumbent local exchange carrier in service areas where
an eligible telecommunications carrier has initiated service and has reported line count
data pursuant to 854.307(c) of this chapter must update the information submitted to
NECA on July 31st pursuant to 836.611(h) according to the schedule.

Terms and Definitions

Insular area. For purposes of the non-rural insular support mechanism, “insular area”
includes the territories or commonwealths of the United States.

Non-rural insular incumbent local exchange carrier. Non-rural insular incumbent local
exchange carrier is a carrier that provides service to an “insular area,” and that meets the
definition of “incumbent local exchange carrier,” but does not meet the definition of
“rural telephone company,” as those terms are defined in 88 51.5 and 54.5 of this chapter.

854.307 Support to a competitive eligible telecommunications carrier

Add to the end of (a)(1)

@) ... A competitive eligible telecommunications carrier serving loops in the service
area of a non-rural insular incumbent local exchange carrier, as that term is
defined in §854.5 of this chapter, shall receive support for each line it serves in a
particular service area based on the support the incumbent LEC would receive for
each such line, disaggregated by cost zone if disaggregation zones have been
established within the service area pursuant to 854.1002 of this subpart.

Add in (b)

(b) ... For a competitive eligible telecommunications carrier serving loops in the
service area of a non-rural insular incumbent local exchange carrier, as that term
is defined in § 54.5 of this chapter, the carrier must report, by customer class, the
number of working loops it serves in the service area, disaggregated by cost zone
if disaggregation zones have been established within the service area pursuant to
§54.1002.



854.309 Calculation and distribution of forward-looking support for non-rural carriers
Add as second sentence of (a)

€)) ... Beginning [Effective Date of Order], non-rural insular incumbent local
exchange carriers, and eligible telecommunications carriers serving lines in the
service areas of non-rural insular incumbent local exchange carriers, shall only
receive support pursuant to Subpart L in this chapter.





